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The economic man is a natural target for the*"blackmailer; fcr 
Llrckmr.il requires a rational victim. Not "behavior* 11 in general, 
but rational choice, is swayed by blackmail: choice among alternative 
Ceos*$«>■’f' actions, insofar as it is determined by expectations and preferences 
For blackmail operates upon expectations: specifically, the victim's 

V expectations of the blackmailer's own actions. " 

, expectations 

For these *to influence him, the outcomes of the victim's acts 
^must depend upon the choices by the blackmailer. Thus, the possible 

C«i u < 

it is likewise true that the victim's choices "make a difference" 



actions open to the two define, in part, a gr me (since, presumably, 


to t. ' lackneiler). Still further conditions—beyond rational-ty 
and 6e-.ender.ee ~f outcome—hedge the victim's predicament, the 
'egree cf his vulnerability and the nature of the blackmailer's 
problem. Rather than labor these conditions abstractly, let us 

y 

examine them in the context of a simple game. , v 

' ''>ope t s r /•w Ufa- i or,, two* 

Let us suppose that the victim has only two alternative actions 

> 

4 

or strategies, and that he must choose first (this is a "minorant". 
game for the victim). The blackmailer, too, has only two possible 
alternatives; he ckcojffes second, in fall knowledge of the victim's 


decision. For convenience, lot us say that "I" am the o 


blackmailer, 


"you" the victim. In the matrix below, your decisi •*> is represented 

as the choice £f a column, mine as the (subs ouent) a trice of a row. 

The number at the intersect! n of a rev and column oes not, in this 

i 

% 

example, represent the stand?’ i d game payoff; it irk'ipa.tes ci.ly your 
orcinyl preference for the outcome determine-:'' by this joint choice 
of strs egies, ^Q" cci'ixsnn.dIr.g to l.. outcome you least efe^ . 

As ordinal utilities, t'. -se nv.v>- s , ; e c~t mined ,_y up to a 
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-one ton! c t ra nsf or rap t i on. 


Victim 


4 . 


Bis ckmp.il er 


A 


B 


II 

o 


' . , 4 * .. 


M y PP-yoffB are not shown; but let us suppose that I would prefer 

(i.e., in the absence of my "blackmail") _^ 

you to choose your strategy I. To begin with, however,/I expect you 

, , , __ (for some reason) 

uo enrose sursuegy II: because, let us say, you are certain/that I 

will respond with row A, giving you your best outcome. My problem 

c.s o blackmailer is to inouce you to choose I_ by magnifying your 

expectation that I would respond to strategy II by choosing B (result: 

in your worst outcome). 

To.as, I must be able somehow to communicate with you, directly 
or ino-irec oly; more specifically, I must be able to take some actions 
(quite outside the possibilities represented by strategies A and B)' 
designed to chan g e your expectations of my responses. In other -V-■. 
words, this must be a "cooperative" game, with communication allowed. 
However, in this chapter we trill simplify the argument by assuming .the 
communication is one-we-y, possible only from me to you; you have no 
means for operating uoon ray expectations. 

We have already mentioned that your outcomes, must be dependent 
on ray c-.'-ices. This rules out matrices like the following: ./ 

r 2 T | hr m . 7 V ’ 

CM 4 1 ' : A ° L 2 (3) 

6 ( 1 I So 2. 


Clearly, in th£sccase* I could not influence your behavior by threats. 
But this might also be true even tnough I could affect your outcome; 
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I ft ill might not inti "be able to influence vour cry tee . Consider' 
the following ce.se: 




X 

o 


1L 

3 


Here you would, indeed, prefer that I should choose A rather than 
B; but your choice will be quite unaffected by your expectation of 
ny choice, whatever you expect me to do. You p.re not indifferent 
to my choice; yet you are invulnerable to my threats. 

What ruts you beyond the reach of blackmail in this case is that 
you have a strategy whose worst outcome is preferable to the . best 
outcome offeree by any alternative strategy. Another condition for 
a prospective victim, then, is that he have no such strategy. This 
by no iiK-ans indicates that a merely dominant strategy confers 
invulnerability. In the following case, strategy II "dominates" 
strategy I; "given" that I would respond with A, you would prefer 
II, and likewise, "given" that I would choose 3. 


* 

6 


3 

l 


But since this is a minorant game, in which I choose second, my 
choices cannot be regarded as "given," independently of your choice; 
XkEXCxndithunnl:-probabilities rnfxmyrckninE on the contrary, my choice 
will presumably depend on yours. Given means of communication, I 
can set out to convince you, say, tl. t strategy 1% will be followed 
with B; I with A. The "dominance" of II is^quife i:.relevant. 


d * K J 


c 


_^ 


^yUJcr 












Given, then: a) you are rational; d) your outcomes are depen- 

dent on my choices; c) the outcomes of your strategies "overlap"-in 

each 

preference, the minimum under bub being worse than the maximum 
under the other; cl.) I have m-sr.s of communication with you, and may 
be able to change your expectations of my behavior: you may be a 
candidate for blackmail. Let us return to case (l). 




(0 


A 
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If I can manage to induce some uncertainty in your mind as to my 

response, then essentially you must choose between a certrin outcome 

t 

(with utility number 2 ), and. a gamble , in which your outcome, may be 
better or it may be worse. 

The strategies have been relabelled, but the labels are still 

rather abstract. The model might correspond to a great many concrete 

situations. In a bargaining context, the outcomes might be terms of 

trade, rates of exchange, with "Q" corresponding to "no deal"; Resist 

might correspond to vour insistence on your own "last offer," which, 

if I should Accept, would rive you your best outcome. If,however, 

I responded with Punish (the term is not perfectly suited to this 

particular context), the resultant "no deal" would be worse than 

the settlement you could, have ensured by choosing Comply. 

*' 

In labor negotiations, the threatened punishment for failing 

X __ 

to Comply might be a strike or r. lockout. If I were a racketeer, 
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X> 


Punish with demolition or physical violence. As an employee 


*1 




cyv 


o> 


n 

• ■ 't 

-j 

THU prcfe-r 


my N -threatened second strategy may be to quit; as an employer, to 
fire. As a rival business firm, I .may threaten to undercut prices, 
to launch an advertising war, to withhold supplies or financing, 
to boycott, to deny access, to withhold some agreement, to bring 
suit. (Leaving the economic sphere, we could obviously apply the 
same simplified model to, say, negotiati o n s "b etween states. The 
issue might be control over a piece of territory, or the terras of 
a treaty; the strategy Punish, might cover sanctions from breaking 
off negotiations—resulting in "no deal"—through economic pressure 
and propaganda, to various l evels of war). 

There is no necessity that the outcomes of these choices be 
physically quantifiable (though they might be, in the case of rates 
of exchange, ware' rates, or profits resulting from agreement or lack 
of agreement). So far we have required only that you be able to 
c ompare these outcomes in terms of your own ^reference. 

Ky problem as a blackmailer is to convince you that I am "too"’ 

likely" to respond with Punish for you to accept the risk tha.t flesis J 

would, entail. If I could persuade you that I am certain to choose 

would be 

Punish, my probiem/is solved; but this might be impossible for me. 

In any case, let us say, I cannot rely on doing it. Fortunately for 
me, ycur certainty is not required. To influence you,, my threatened 
punishment need not, in general, be certain, but only "sufficiently 


likely."' 


1. A_t_ljsast, this will be true for all victims who obey the 
von 'fteumann-Morgenstern utility axiom the "continuity" axiom, 

which states that if the individual prefers outcome A to B, B to C, 
and A to C, then for some probability o, 0 < p < 1, he will be Inlif-fe*— 
hiatw" ' er. the "lottery ticket" (A, C; p)A gy» , t he certainty of B. That is , 
ho -tr ill be l- rr- lff e.wt h-s— oertr jn? tg—— f B t Trc(r gamble which 
offers A with probability o and C with r-rcb- bility l-o .) See von 
Neumann and. Morgens tern, Theory of G-ames , New Jersey, 19^7, p. 2 6. 
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How likely must It be ? There, I suggest, is a crucial 
question in any fruitful analysis of blackmail, and ultimately of 
bargaining. Yet in our discussion so far—and in any discussion of 
bargaining or bilateral monopoly that relies upon indifference-map, 
or ordinal preference data—there is no basis for answering it. 


Knowing preferences only, we have no grounds for inferring the risks 

the victim will take on the basis of these outcomes. To know the 

i± expectation of punishment jjhajfc in the victim's mind that the 

blackmailer must "achieve"—and hence, the ease or difficulty of 

* 

achieving it, the likelihood that he will succeed, the relative 
effectiveness of different threat-tactics and or of given tactics 
against different victims—we must know the victim's preferences 
among "lottery tickets" as well as among outcomes. \Ie must know the 
actual choices he would make among lottery tickets that combine these 
various outcomes. We must, in short, have the sort of data that may 
be represented by a von Neumann-Mcrgenstern utility function. 

We could, as a matter of fact, make predictions •■bout the 
victim's behavior and the blackmailer's required tactics even though 
the victim's risk-preferences were not orderly enough to be represent 
by such a utility index. But it will simplify our discussion.in this 
chapter enormously if we assume that you, the victim, do obey the 
von Neumann-^orgenstern utilit; - axioms in choc sing among gambles; and. 
that I know your von Keuaann-Mcrgenstern utilities for the outcomes 
in question. This happens to be a standard assumption in game- 
theoretical discussions of bargaining, and it is implicit in many 
older discussions, such as ti-rt f Zeuthsn (as we Khali see); we 

shall relax it, in latei chapters. 



















Under this assumption, we can answer very neatly the questions 

Jk 

"How likely th must the threatened punishment be?" dir "How .sure -do 

you hr-vo to be that I will carry out my thr rat before you will 

choose Comply?" Let us suppose (and tins is a major assumption, 

to be discussed in detai l later ) that your expectations, your 

uncertainties or degrees of belief, concerning my choice can be 

represented by subjective probabilities. If you .obey the utility 

axiom? (with respect to these- probabilities), there will '-.a a unique 

probability n for which you will be indifferent between Comply and 

Resist, when you assign likelihood n to my Punish anc. 1-n to Accept. * 

To find, this probability—experimentally, by observation or inter- 

in a particular case. 

rogation, by inference—is to answer the above questions/ For such 

a croc- orllty would oe a t hr-Ss'i ol d. It would correspond to the 

maximum likelihood cf Punish you would accept in choosing to Resist. 

Resist; 

If you assigned less likelihood than jo to Punish, you would flxaialyy 

if you thought me more likely than probability o to carry out my 

threat, you would Comply. This, then, is the credibility, the 

degree of belief, that I must achieve for my threat, if it is to ' 

influence you. Me shall refer to this threshhold Probability—which 

will depend in each case on the particular outcomes threatened, 

demanded, and offered—as your critical risk . A more suggestive 

>> 

label might be your "willingness to Resist," 4 ' if we keep in mind 


rest-mess 


2. Tiiis corresponds directly to Zc-uthen's notion, "willinxnEHE to 
fight" (Frederick Zeuthen, Problems of Monopoly and Economi c 
Warfare . London, 1930,Chapter IV), which will be discussed at 
length below. 


V_ 


u b 


iis "wiilingn?ss 11 is defined (measured) in terms cf a. subjective 


probability. 
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if we did not know your von Neumann-Morgenstern utilities, 

Mr-'* > • . - . • 

J <*' ' but knew that you obyyed the utility axioms, we could nevertheless'^ 
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set out to determine your "critical risk" experimentally, by ob- 
serving your choices among various gambles (or, morePl^ppily', by 
asking you questions about hypothetical choices). Let us refer to 
the best and v:orst outcomes under Resist, respectively, as A and 

1 - . v ** ' * ‘ } ^ % , Of 

■99 f C, and the consequence of Comply as B (A,3,C in order of* decreasing 

preference). Our problem would "simply" be to discover a p such 

(C,A;p) 

that you were indifferent between B and where the latter 

>| v ' . v expression denotes a lottery ticket offering outcome A C with 

(f 'on >v probability p and A with probability 1-t) . ; ho, 

o;h.OvA-c Incidentally, having done so we could proceed to assign these 


,g^ W ') 


urtccms von Neumann-Morgenstern utilities. Suppose the'threshhold 
probability of Punish that would, make you indifferent between your 


two strategies were found to be 


'/7o, 


Then, assigning arbitrarily 




V.-hh b •• 



3. Any- such p recisi on would be empirically spurious; the substance' 
of the argument below will not at all depend upon attaining any 
such precise results, either in the payoffs or the expectations. 
However, it simplifies the discussion considerably to imagine such 
hypothetical results; and the results suggested can be compared 
immediately with those in other discussions, particularly game- 
theoretical, which typically .assume such data as a matter of course. 
I shall,., h or e ver, pro treed below not cnly^to' "coarsen" such data 
in "‘general out to question in some cases its conce ptual bas is. 


the utility numbers 100 to A and 0 to the utility number to 

In assigning two numbers arbitrarily, we fix the origin and 
scale of cur utility index. 

--- | 

be assigned to B is determined by the equation: v 

u(B) = 9/10*100 -*-1/10-0 =90 
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Your payoffs, now in the form of von Neumann-Morgenstern 

" i ■ 

utilities, would then appear: 







X 

ir 

t 

It 




»(A) 

A 

9 o 

ioo 

mfB) 

co 
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?o 

o 

u (b) 

u.(c) 
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To present these numbers as your von Neumann-Morgenstern utilities 
is to say that we I;now (on some basis) that you are, in fact, 
indifferent between Comply and Resist if you believe that I am 
1/10 likely to choose Punish. Through observation, or interrogation 
or inference from other choices (or, to be bonest, through guess 
or hypothesis or empathy) we know that you would, prefer the conse¬ 
quence of Comply to a gamble that offered you the two possible 


outcomes of Resist each with .5 probabili' 


If this were not so, 


simply be 

these particular utility numbers would/incorrect. Similarly, if 
these numbers are appropriate, they ino.icate that (we know) you 
would prefer a gamble offering the best outcome under Resist with 
.99 probability (and the worst with .01 probability) to the certain 
outcome cf Comply. ' ?• 

From now on we snail assume the von Neumann-Morgenstern utiliti 
cf the players given : which is'to say, we assume that we possess 
tills sort of knowledge about the players' preferences among lotterie 
And. when the von Neumann-Morgenstern utility payoffs are given, in 
a 2x2 matrix such as this one, the critical risk scan simply be 
be computed from them; it is imolicit in the payoffs. In a matrix 
of this sort, the threshhold probaV lity 21 ’ Ic-h makes the player 
indifferent betvwn his two strategics is determined, by the 
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equpt-or.: 

u(3) = p> (l-p).u(A) y-p-u(C) 
or, in this case: 

90 = (1-p)-lOOe-p-O, ps 1/10 


The critical risk is thus a function of the victim's payoffs, 
when these payoffs are in the form of von Neumann-Morgenstern 
utilities (i.e., when the victim's preferences are known among 
lotteries offering the outcomes in •••uestion as prizes, with varying 
probabilities). Note that it defends upon the entire structure of 
payoffs. The question, 11 How sure does the victim have to be?" (that 
the blackmailer will carry cut his threat, before the victim chooses 
to comply) cannot be answered simply on knowledge of a single 
outcome, such as the punishment outcome; the critical risk depends 
upon t.ie relationships among all the possible outcomes: the 
punishment outcome, the outcome the victim hopes to achieve, the 
outcome offeree by the blech iler. 

We can now imagine you ...eking your choice by comparing your 

cu Resist— 

what we might call your actual risk of punishment—with your 

critic---! risk : your tki'-eshhold probability determined by your payoffs 

your "willingness to Resist." -If you decide that the actual risk 

is higher than the critical level, you Comply; otherwise you resist 

my threats, refusing to comply. One advantage of this formulation 

is that to predict your choice (or, for that matter, for you to 

i 

reach your decision) it is not necessary tc know your expectations 


* 

actual expectation that I will carry out my tin 


v-/ ( u —. 
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precisely. It is only necessary to estimate your expectation of v 
punishment (under Resist) as gre ater or lea s than your critical risk. 
If your critical risk is .25, we need discover only whether you 
assign more' or lose thaiti ,.25 prob-- bility to my carrying cut my threat 
to predict your choice. 

^ But we can nc longer postpone facing the question that aims at 

the center of this analysis: Is it meaningful at all to speak of 
your "assigning" probabilities to my actions, to represent your 
expectations in terms of orobabilities? What is the meaning, if 
any, to the statement that you assign more, or less, than .5 probabil 
to one cf my choices? ' 

First, these statements do not imply that my choice is in any 
sense randomly determined, or that you think it is. They d.o not 
even imply that my decision is subject to some rationally chosen 
indeterminacy, as exemplified by a "mixed strategy." These "prob¬ 
abilities" reflect nothing more than your uncertainty as to what I 
will do. I may be able to predict correctly, with certainty, what 
I will d.c; you, we a c sume, cannot. It is proposed that your own 
subjective "degrees of belief" in various hypotheses as to my 
response can be represented by numbers having the characteristics 
of probabilities. ' This assumption, ns we shall interpret it, has 
a' good deal of empirical content; indeed, it is far too restrictive 

for a realistic general theory. Later we shall consider important 

* 

cases in which it does not seem appropriate. However, the conditions 
under which it is valid seem likely to be satisfied in a significant 


number of cases. 
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It was Fra rut Ramsey}. In his essay on "Truth anc' Probability" 

< • * " v' - .. 

written in 1926, who first suggested an empirical content (of.the 

5. Frank Ramsey,' The Foundations cf I-latheniaticw , London, 1931 

sort we shall consider) for statements involving subjective 
probabilities. In specifying operations for the measurement of these 
probabilities and empirical results which would falsify or confirm . 
estimates of them, he gave operational meaning to assertions con¬ 
cerning their magnitude. 

In Ramsey's view,"the degree of a belief is...the extent to 
which we are prepared to act upon it," and he interpreted this 
~o~. 0-p] cit. , p. 169 . 


roughly as "the extent to which we are prepared to bet on it." The 
actions which reveal (measure) our degrees of belief in the likelihoo: 
of certain events are choices among actions whose consequences will 
depend upon the occurence of one or another of these events. When 
the events, hence the consequences that depend on them, are uncertain, 
such choices have the character of gambling behavior: of choosing 
between various bets. "The probability of 1/3 is clearly related 
to the kind of belief which would lead to a bet of 2 to l."7 This 


7. Ibid., p. 171. 


is an imprecise statement (it becomes plausible only in connection 
with a measurement of the stakes involved in terms of "utility), which 

I cite merely to show the general nature of Ramsey * 1 s_approach. 

The application of this approach, divorced from utility con¬ 
siders uions , appears most clearly in the case of a degree cf belief 
of -g-. This emerges as one's degree of belief in a proposition or 
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event which one is equally willing to bet on or against . Consider^.; 

4 *... ’ * . ; 

the following choice, where the rows reprewent actions, the columns 

* ■ f 

represent the occurrence of an event E or of its complement "*( "not-E" ), 
and the immJsErxxsrsxasiusyxaajDsxfsx and the chooser prefers outcome 
a to outcome b. 


X 


< 3 > 


£ 


rl 


Since the set of possible payoffs ±s is the same aniiEH for each 

other 

action, any preference for one action as opposed to the ai±EEHat±KE 

must reflect the likelihoods which the actor assigns to the possible 

events. In Ramsey's approach (and in the subsequent, similar analyses 

by Savaae, Supoes and Luce), if a person is indifferent between the 
v ‘ ~ 

two actions (for any a, b, with a ^referred to b), it is inferred 
that he regards the events E and not-E as "ecually likely." He 

ft 

assigns them eoual "degress of belief," and. if he sa tisfies certain ] 

j 

other conditions so that his degrees of belief may be represented 
as probabilities, ids subjective probability, for the event E will 
be represented as •§■. 

If,- for any a, b such that-he prefers a toji, the actor prefers 
action I to action II, we infer that he regards E as more likely 
than not-S ; i.e., E is "more likely than not" to occur. L.J. Savage 


8 . This is not equivalent to finding E "more probable" than nct-E : 
the pattern of choices must satisfy certain axioms before we are 
justified in representing his expectetins as "proVbilities." The 
nature of these restrictions and the likelihood that they will be 
satisfied will be discussed later. However, in this discussion we 
ill! assume that they do apply, so that the subject's choice 'do reveal 
probabilities, at least in a qualitative sen c e. 
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has shown^ that if a person 1 ** patten, of choices among options of.,this 
f .—Leonard J. Srvage, The Foundations of Statistics , New York, 1954. 




general sort obeys certain restrictions—which he specifies in the 
form of axioms—then it will be possible to infer from these choices 
both his "personal probabilities" for the events in question anfi his 
"von Neumann—Morgens tern utilities" for the payoffs. His choices amon 
"lottery tickets" involving these payoffs ana events can then be 
described as maximizing the imt.isma iical expects coons... j1 u u^.li uy, 
on the basis of these inferred utilities and probabilities. 

One method, of approach would be to discover first an event whicn 
the per son regarded as "s.s linely as noo" • i. e. , one w±iicn could be 
assigned .5 probability. Observing his choices among lottery tickets 
employing this event with various payoffs, we could assign utility 
numbers tc certain of these payoffs. On the basis of these utilities 
ve could infer, by his choices among c tiier lottery oickets, prooablli'. 
for other events (not = .5) and utilities for other payoffs. 

For example, suppose we assign to outcomes ai an c b, tne arbitrary 
utility numbers 100 and 0. Suppose that E proves to be an event such 
that our •'ubject is indifferent between actions X and II in the 
following choice: 

IL - c. 

— ,'oo o 

Tl o 

V/e then assign to E the probability Now we look for an outcome 
x lying between a and b in the subject's preferences', such that he 
is indifferent between option* III and IV in the following choice: 
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To outcome x we can assign the utility number 50 > satisfying the 
equation: u(x1 = 1/2*0 / 1/2*100 

Similarly, we might find an outcome £ indifferent to a 50-50 
chance of b or x; to this we would assign the number 25.'■ Then, if . 
the subject proved to be indifferent between the options I and II 
in'the following choice (involving the new event N), we would, assign 
to N the subjective probability 1/4, satisfying the equation: 



/.woo -f O-pJ)-* 

¥*\- 


N 



ZT ioa 

o 


1 L Zj 

2.5- 


If, contrary to cur hypothesis, cur subject did not obey the 
Savage axioms in his choices, he would short-circuit or invalidate 
this procedure in one wa.y or another. For example, there might exist 
no outcome x or event N such that the subject would act in the 
way postulated. In any case, his choices will never be so ordered 

anc. consistent that a really precise measurement of utilities or 

% 

probabilities is possible. Yet I suspect that in many cases the 
axioms will hold at least approximately; gross differences, at least, 
will be distinguishable in the data, and even these crude "measure¬ 
ments 11 may be better than none. 
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The game-theorist who assumes that payoffs are given in the 
form of von Neumann-Morgenstern utilities—hence, Ithat the player 
obeys the von Neumann-Morgenstern utility axioms (which specify his 
choices among lottery tickets, with known probabilities attached to 
the prizes)—may find it easy to assume further that the player 
satisfies the Savage axioms in "games against Nature," so that it 
would be possible to infer his subjective probabilities for "Nature's 
strategies." But most game-theorists would shy away from a similar 
assumption for a game against a presumably reasonable opponent. 

It is true that the Savage axioms are unlikely-^ to apply to the 

10. Such statements can be taken from now on to reflect 
subjective probabilities. 


player's choices within the game . If the payoffs to the strategies 

were changed, 11 the player's preferences and choices would be likely 

11 . In strict usage, the payoffs go to define the game, and if they 
change, the "game" is hew; in standard game-t eoretical discussion, 
the strategies could no longer be said to be "the same. 11 But we can 
easily imagine the strategies as defined independently of payoffs— r 
say, in terms of physical operations—and the game as defined by its 
strategies. Indeed, this corresponds to everyday use ye. Me can then 
discuss the Effects on behavior of varying the payoffs within a 
"given" game. 


to change in ways that violated the axioms. The S avage axioms lead 
to the assignment of probability numbers to events which are independe 
of the payoffs associated with those events under different strategies 
and (as we whall discuss in more detail later) to the. extent that a 
player's Expectations of his opponent's choice can.be measured at all, 
those expectations will not generally be independent.of payoffs, 
either is own cr his opponent's. Even in a non-zero-sum game (where 
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one player’s payoffs can change independently of his opponent's), 
a change in one payoff for cr.e player might change his strategic 'h- 
opportunities, hence his opponent's expectations, hence his ‘own 
expectations of his opponent's probable behavior. 

We are interested in measuring (at least hypothetically) a 
player's expectations of the opposing choices for given payoffs in 
the game. The choices that are to reveal‘these expectations must 
b§ in the nature of side bets on the choice that the opponent will 
make. ThEXrcxRumptXD In effect, the player may be offered gambles 
with various odds on the possible strategies that the opponent may 
choose. My basic suggestion is that his preferences among these 
gambles will typically reveal that his expectations.for various 
opposing strategies will diffcr from one to another; Even in a game 
against a reasonable and informed opponent, I think it is a. fact that 
a player will have varying estimates of the likelihood of different 
choices by his opponent, that these expectations esc will be revealed 
in his preferences among side bets on those choices, and that thise 
data are relevant and should be represented explicitly in a theory 
of his conflict behavior. 

The assumption thai these expectations can be represented as 
subjective probabilities goes somewhat further. It implies that his 
choices among these side bets will be consistent with the Savage axion 
I do not think this will always be even apprcxlmately true. But the 
same objection applies to the validity of those axioms even in games 
against Nature; and I will argue later that in fact, they will be 
applicable about as commonly in games against an opponent as in 
games -gainst Nature. This argument must rest on an analysis of 
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the conditions under which the Severe axioms are particularly likely 

to be violated. At this point I merely assert that these conditions 

do not seem intrinsic to the basic game situation. Therefore, I think 

that we are justified in considering initially situations in which 

a player's expectations about his opponent's choice are sufficiently 

clear-cut that his preferences among sice bets as to that choice will 

reveal measurable subjective probabilities. - 

Whether the introduction of expectation data (let alone subjectiv- 

probabilities.) is a step forward or backward, from the initial corpus 

of game-theory is a question that may concern xheb certified game- 

theorists. (It is not my concern, but the point is worthy of brief 

comment). It was, indeed, one of the starting-points of von Neumann 

and Morrells tern that X hsrrpnonen a player could not' reasonably 

a.^sign 'orocabilities to his opponent's ch.-ices. But it vras the 

notion of objective probabilities that these authors were rejecting; 

they criticized the practice of treating the behavior of a reasonable 
ormonent 

pxrshx in a conflict situation as though it were determined stochas¬ 
tically, in a manner independent of one's own strategic opportunities. 

p clt., p. 11. 


12. von Neumann and Morgenstern, 


As they put it, the choices by a player's opponents "cannot, from 
his point of view, be described by statistical assumptions...because 
the others, are guided, just as he himself, by rational principles." 

It is not at ail a retreat from this insight to suppose that the 
player's own uncertainties about their choices may; be represented 
by subjective probabilities: a concept which had not been extensively 
developed at the time 'that vo.i Neumann and Morgen stern wrote. It 
is an abstraction of the conflict situation alternative uo o.ie one 
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those authors chose (which amounted to the a.s°umpt,ion that the 
player vrp in ochnlete ignorance as to his opponent's choice, or at 
least, that he node no attempt to distinguish among his opponent's 
possibilities in terms of livelihood). 

In principle, then, the player's utilities and subjective 

probabilities are to be determined by his choices among gambles • - 

—independent of his strategic choices in the actual context of the 

game—involving his opponent 1 s possible choices and ;;is game outcomes 

Such assumptions as to data are familiar enough in discussions of 

bargaining, particularly the game-theoretical, but it is worthwhile 

to consider briefly the practical avsiledoility of such information. 

Suppose that in thfe following example outcomes are specified only 

($**!*+) 


in terms of money. __ 

/ t I 


i r 

4/00 


(fi'n i \ h J 




$ o 


Suppose 

gEtxsnx 


that i± we have 
asar cximn £ er e s t ica 


a particular player in mind. 
atEXEf.uhisxntilityxpsy.nffB?::: 


Inner her x±e 
wiilritxtypically 


hEXKEEEKsary We may hnow much or little a.bout him; but the chances 
are that we liave not observed his choices among arm ies involving 
these outcomes, or, in fact, any other outcomes: and that we might 

have great difficulty in doing so. Is that really necessary? The 

-o | 

crucial question is: what probability /of $0 would malce him indifferen 








* i - * 

*4P 
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between the certainty of $99 and ±hE a gamble offering $0 with 

probability jo and $100 with probaoility (1—p,)? (This is, in effect, 

a auestion as to liis "critical risk* 1 in this j^articular ca.se; buu.it 

would be willing to guess at this, 
serves to determine his utilities). I suspec u uhat w r e/E.^x2xxKii3iKBr 

this? roughly, without knowing a gr.eatx deal about the player or bavin 

observed any of his specifically risky behavior. I would guess that 

the probability in question is: vsry low. Even, very low. This is 

not to put it at .05 or .012; but such precision may not b£ necessary. 

Ifrintultinnr^DEsxnntrprnvidEr.thatranKwerxhirEctlyyrwEXEapi 

:apxrBnEhritrmorExgrarLnEl2xx If utility numbers of 0 and 100 are 

assigned arbitrarily (to fix xsal unit and origin of tne utility 
° as 

scale) to the outcomes $0 and $100, then an. estimate of t> c2 .05 

would lead to the assignment of 95 to the outcome $99;. an estimate 

of p as .01 would lead to the estimate: u($99) = 99. 0ur 

13 # This would indicate that his utility function was a linear 
function of money outcome. If his other choices were presumed to 
be consistent with this, we would be assuming that re maximized 
the mathematical expectation of money. 


conclusions about this game situation might not at all be sensitive 
to this amount of uncertainty. Y/e might perfectly well be able to 
distinguish this situation, in terms of utility, payoffs and their 
strategic implications, from one in which the $99 outcome is replaced 

(G>^ r /y) (Rcsisij 

ty *1. - r vr 

(4CC e-p-f} £ g f Q too 

'§ ■ ' 

(A.,../,) 6 tl a ° t. 

i oo not propos6 timt vre assume in aoner*8.1 tiin u utility is 
linear on money. My point is simply uhs u no u n It .■ c y c r sly 
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controlled, laboratory experiments are not an absolute prerequisite 

to the inference of utility data. Even in the case of von Neumann- 

may be 

Morgens tern utilities, entitled to infer from gross differences 

in "physical" outcomes, similar differences in the corresponding 
12j, 

utilities; ' ana sucn inference is very common. 


14. To be sure, the risk-behavior data—i.e., the choices among 
lottery tickets—are basic to the measurement of von Neumann- 
Morgenstern utilities; see"Classic and Current Notions of Measurable 
Utiliy,"Economic Journal, September, 1954 . But there will often 
be a reliable empirical basis for inferring these utilities, even 
from non-risk data. 


In the last example: Would we predict that the player would 
choose Resist if he thought that the "blackmailer" were "as likely 
as not" to choose fiunlsh? If so, then we will assign to the outcome 
$1 a utility number less than 50 (where we assign 0 to $0, 100 to $100) 
If he would still prefer Resist if he thought "there was a 3-1 chance" 
the blackmailer would pick Punish, we the utility of $1 would be less 
than 2 5 . kith What if be thought it "90 % likely" that the Blackmailer 
would choose Punish? If we decide that he would still choose Resist, 
we have restricted the utility of $1 to a number below 10: which may 
be ssff: far as our intuition will take us. It is a useful distance; 
and far enough to distinguish this case from the preceding one. 

Thus, we can ask questions about "critical risks" prior to 
any measurement cf utilities; and to the extent that we can answer 
them, we ~et estimates of the utilities. Conversely, if we can make 
£ven rough estimates (or guesses) as to his utility payoffs (i.e., as 
to his preferences among lottery tickers offering these outcomes) we 
can deduce, roughly, a "critical ri c k" for him. inx.tk.ESE In the abo^e 
case, we might estimate t’ e critical risk simply as high : the victim 
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must be "very sure" that the threatened punishment will he carried 
out before he will comply with the blackmailer's demand. This crude 
rnugh information, derived from the "objective" outcomes with the aid 
of introspection and practical experience, may be quite enough: a) to 
contrast this game usefully with others (in which, for example, the 
critical risk is clearly low ); b) to support a prediction as to the 
victim's choice in this game, even when his actual subjective prob¬ 
abilities are known only rougV.ly ( for example, if we estimate that 
lie regards the "actual risk" of punishment in this case as low). 

Thus, the formulation can exploit crude data. From now on, for 
convenience in exposition, we shall assume that the von Neumann- 
11 ergens tern utility payoffs are known precisely by us. This is far 
from realistic, and we must keep in mind that in an application using 
empirical data (whether estimated intrespectively or through centrolls 
experiments), a comparison of "critical risk" with "actual risk" will 
lead to reliable conclusions only when these variables exe show 
gross, obvious differences.. / ' 

Given precise payoffs, it is time-saving to know a simple 

C nsider 

algorithm for computing the "critical risk." Given a 2x2 matrix 

eJ x '..j 

in the following form, where the payoffs refer to the column player: 

r* ** C.O-T,ply R&Stt'f' 




u. 


u, 




/%r,»h U u 

1) First, check to see that neither column is dominant. 2) If neither 
strategy dominates, then subtract the first column from the second 
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'g*wv., 
. \\>'A; ' 


column, and pet the results in s new column, in inverted order (i.e. 
'iv* <• the difference for the first row on the bottom, tlie difference, for 
the second'row. on to 1- '). Kinus signs can be disregarded; only abso¬ 
lute differences are relevant. Thus: 


u 


u 


’ll 


'I. 


u 


Ti. 


I I 


K~ n,( 


These numbers correspond to what J.D. Williams has termed "oddments";1; 


15. The Cor'oleat Strat op?yst , New York, 195^o p. 40. 


or fragments of odds. ThEy Compared to each other, they represent 
the subjective odds on the opponent's (in this case, blackmailer's) 
strategies that T oulc make the victim indifferent between his own 
two strategies (thus, the "critical odds'.'). (E.g., 2:2, 3*1, 7-5> etc, 

3) To convert these odds into probabilities, divide each "oddment" 
by the sum of the "oddments, 11 


K,- %\L.„ 


- *-L, ( t- 




I u n,~ / fu ^~ U « ( ' h ^ I 


These subjective probabilities are "critical" in the sense that, as 
"actual" subjective probabilities they would leave the player inniffer* 
•between his alternative strategies. The lower .figure, corresponding 
to the opponent's Punialiment strategy, is what we have termed the 
victim's "critical risk". If he assigns a higher probability to 
Punishment, he will choose to Comply; if lower, to Resist. 
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V/ith tlris ;d ethed, one can 0 own the critical risk almost as 

fast as the 'ayoff numbers themselves. The steps are shown in 
this numerical example: (notice that the signs of the differences are 
disregarded.) 

4occ.p"/ 


Co*,p/y Rc^/^-h 


loo 


IJ 


'/ 


tO 6 


PL»»? /7 


/ ^ 


•/ 


^ //oo 


¥e have not assumed: in this example that the first column consists 
of a. constant, an assumption ve have been using so far for convenience 

1ST The simple arithmetic underlying this procedure is as follows. 

V/e are lookin': for a probability jo for Punishment suen una u tne victx:.. 
is indifferent be tv sen Comply and. Resist} tne following equation 
determines p: /' • 

(f-p) M, + p' ^ = (/ “py + P-'-U 

W I 

: p - U 'i - •->„ _ 

^ i/; ) f 


Let us now return to our formula. uion o± uhe ol’'C.*-maile.L s ^ 

problem: to ensure tha.t the victim estimates nis actus.l risk as 
higher tha.n his critical risk. (In the aoove numerical example, mris 
becomes: to ensure that the vic.tim assigns more than 1/4 probability 
to Punish). A great many diverse patterns of behavior can be under¬ 
stood very simply from this oint of view: as tnrea.u—oe..iavior, d.esign* 
to increase a victim's estimate of his actual risk relative to his 

• rw 

estimate of his critical risk. V 
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By his very choice of threat, of course, the blackmailer 

. ''.I*".- - 

can influence his opponent's payoffs, his critical risk (i.e., 

when several alternative actions are available to the blackmailer 

an threats). Other things being equal (which will rarely be the 

case), the lower the victim's critical risk, the easier the task of 

the blackmailer. Again, for given strategies and given objective 

outcomes, the blackmailer may aim to influence the victim's preference 

hence his payoffs and critical risk. Or he may seek to change the 

victim's expectation ("perception") of the objective consequences of 

opposing 

a given pair of/strategies. All of these have the effect of changing 
the victim's utility payoffs. For example, given that the victim 
initially sees his payoffs as: 

mT/T} ' f - 




the blackmailer may attempt 


to change his perception of the payoffs 


to: 

loo 


5"o 


—/ S'o 


£, 1,5 

or* 

"To a 


So fO o 


to o 


Any one of these modifications changes the victim's critical risk 
from 1/2 to 1/5; instead of making his threatened action appear 
"asxlikElyxasxnotibrta "more likely than not" to the victim, he need 
convince the victim only that there is a "20 chance"— i.e., 

"a small chance" that the threat will be carried out. If in the 
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course ox effecting this transformation the blackmailer has not 
simultaneously made his punishment strategy appear much less likely 

- / '■ '$:~J 

jit 

than before, he must.not: be closer to success. In fact, if the 

estimate of the 

victim’s expectations (his / 11 actual risk 11 ) nave remained cons ban o, 

and if he aireac'y assigned more tnan 2,0ft likelihood to Punish, 

the blackmailer's problem is solved. 

In general, we have assumed that and will continue to assume 

that the opponent's payoffs are regarded as fixed. However, a good 

oeal of bargaining behavior is undoubtedly aimeo. a o c-»«.-.ngin._. ohese 

payoffs, and non- game-theoretical discussions of bargaining have 

often emphasized such behavior .^ Though we have not attempted nere 

17 . S ee Stevens, Penn, etc.... Dunlop...Lindblom. 

In this category is such behavior a.s a union 1 s attempt uo convince 
an enrol over of the lo.sses to be suffereo. in a surike, or bO educate 
••dm as to benefits to him of paying a. higher wage rate (in higher 
•orocucti^itv, better worker morale, puclrc opinion, xi-eedoia from ^ 
government interference, increased purchasing power of workers, euc.J 


to formalize the opportunities for such changes or the process for 

achieving, the comments above suggest that it is easy, enough in our 

simple model to represent the final results of tnis process and 

their significance for the players. From now on, we will assume that 

ygg strategies in the game and. the vie bin's pa.yojj. s are given. 

The critical risk"being given, the blackmailer must estimate the 

victim's "actual risk, 11 i. e., his actual expectations, and if necessa: 
.modify 


InflUEXEE 

th69 0 SO t-h?. u the 

with resi 

stance as "too gre. 

victim's 

expectstions; what 

on his ab 

ility to do this? 


Let us return, for convenience, to tne notion amu "I" am o.*e 
blackmailer, "you,"the victi: . How, then, do you form your expectati 


E 
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of ay behavior in the first place; hot; would you arrive at them if I 

> . 

were do ins? nothing to influence you? .. . i-. 

You could go by past experience, if you knew any that seemed 

relevant. How have I behaved in games with ethers? With you? Do 

I "tend" to carry out my threats, my predictions, or do I bluff?. 

How do people "like me" tyoically behave, according to the papers, 

or your experience? Such information is "external"- to the game as 

defined, and orthodox game theory has entirely ignored it, since 

there is-no place for it in the standard game analysis, no element 

it 

in the game situation as defined which it could be held to influence. 

But since the present analysis includes expectations as an explicit' 

variable, such information a.s this will naturally affect the victim's 

(or in "t-'.i ral, a -dryer's) subjective probabilities; and assumptions 

as to the information available to the opponent will lead to inference 

about his expectations, hence will influence one's own expectations. 

Thus we can easily allow for the lx influence in the forming ‘s.nd 

estimating of expectations of factors that lie beyond the elements 

that define the game, the strategies and payoffs. Presently we shall 

consider the important'influence on expectations of the payoffs, but 

thexExisxna it is a. startingy-cmt of cnis a.na.x,/sis o.ic m pa.yoxfs a.re 
determining, 

not the sole,influence on expectations. The other influences are .so 
various (incluciinp* not only r.xpci - i6nc g* cior^nia, ProjuaioB, auunoriuy^ 
but uncertainty as to the opponent's payoffs and his expectations) 
that it seems most convenient to repi'-esent them implicitly through 
their SxfiK effect on the "independent" variable, expectations. 
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Thus, if I know"the record" you ere likely to be looking at, 

I can guess at some aspects of your expectations. However, few of 

>• 

the influences mentioned are relevant to my problem of changing .your 
expectations (though they may determine how hare it will be to change 
then). I may'be able to fill in the record a bit for you, underline 
certain parts, lie about others, "correct" certain "errors"; but on 
the whole there is little I can do to manipulate your expectations 
by changing the record. 

But with or without experience to go on, the victim has another 
basis for expectations: his knowledge of the bieckmaller 1 s payoffs . 

If you regard me as "reasonable, 11 then your question, "How is he 
likely to respond to my actions?" becomes: "What will he want to do? 


What will it pay him to do? Which will he see as the best choice for 

p, 

H 1 ;:x o a. z"'* n c? o i 't hne r»r>1 1 fnr* ^ r* m»rl a c /r _ v 


him to make, giver. my choice? ll ' uU These questions call for knowledge 


18 . Recall that in our model of the blackmail situation, it is 
assumed that the victim, will choose first, knowing that the black¬ 
mailer will choose in full knowledge of the victim's choice. 


to me 


of the 3 "objective" cutcomes/that (I expect) will result from s 

given pairs.of opposing strategies, and of my preferences for these 

IQ 

outcomes: i.e., my payoffs. 7 


19 . It does not immediately follow that you must know more than my 
ordinal pre'erences over these outcomes; but in fact, we shall see 
that my von Meumann-l-iorgenstern-utilities are also relevant. 


You may have no idea, what my payoffs are, in which case these 
questions go unanswered . At best, your estimates will be rough and 
uncertain, perhaps even more than my estimates of your payoffs (since 
it is common for a. blackmailer—in tie familiar sense—to know a good 
deal more about ’ ir victim than his victim '-mows about him). Still, 
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you up urlly will make seme assumption, . periiapp very veil informed, 
about .iy payoffs; and. when you do, it will influence your expectations. 

And this can be the blackmailer 1 s primary obs-tacle, the crucial 
limitation on hip ability to influence. The effect of his ovm payoffs 
on the victim's expectations -’ill often be the factor that he must 
change, counteract, surmount, if he is to succeed. For typically, 
if the victim should fail to "obey, 11 it would be costly for the 
blackmailer to carry out his threatened punishment. It would not, 
in general, rive him his best outcome under the circumstances: i.e., 
given the victim's actual, rebellious choice. Which is to say, it 
would be "irrational" to carry cut the threat. It would, mean, for 
the blackmailer, deliberately passing up an outcome that he preferred; 
he could, if he chose, do better. Why wouldn't he? That is the 


thought that is bound 


occur to the victim; and. the blackmailer 


knows it. 

In our diagram we need only add the blackmailer's payoffs, as 
numbers (we shall assume these are expressed as von Neumann-Morgensterr. 
utilities) to the left of the victim's payoffs; from now on, the first 
number in tile box at the intersection of a row and column in the matri: 
signifies the payoff to the "row" player, the second the payoff to 


the 11 c c lurnn 11 'da y e r. 




y 


,'^CC r p ' 


fCo ) 


%cr, ;<r 
loo 


’ fi t S h 


'<?£>) .?0 


In the above example, we assume that the blackmailer has threatened 
to choose his second, strategy, Punish, if the victim chooses his • 
second strategy, Resist. If the victim does choose Resist and the 
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threat is carried out, the victim rets a 'layoff of 0, instead of the 

30 that he could have received. with certainty for choosing Comply._ 

But to carry out the threat is costly also for the- blackmailer; his 

payoff, from choosing Punish, is 0 instead of the the 50 that he could 

prior 

have ron, with certainty (given the victim 1 s/choice) by choosing 
Accept. Can he convince the victim that, if the occasion arose, he 
would pick the 0 instead of the 50? 

The first point to realize—thfollowing directly from our eariler 
discussion—is that he need not make the victim certain of this; the 
victim must believe merely that the threatened action is "sufficiently 
likely" to make the strategy Resist "too risky." Knowing his payoffs, 
we can give a precise meaning is :(:ifxnatxaxpre:cise:-: value:). to 
"sufficiently likely"; it means a likelihood higher than the critical 
risk. The question we now face is: how does the blackmailer make 
his threat appear even slightly likely, against the evidence of his 
own payoffs? It is not the exception but the rule for the threat to 
have a certain built-in imolausibility, being costly—or irrational— 
for the threatener to carry cut. His efforts to overcome this 
barrier to belief account for the most characteristic, and paradox- 
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his threat. If he can in some way hind his own hands, destroy his 
alternatives, he may he able to “make it true" that he would carry 
out his threat, for the reason that he wcuxo. nave no choice. 

This might he represented in our model by his deleting certain 
rows, or entries, from the payoff matrix, symbolising! a) that these 
have been eliminated as alternatives for him; b) tnat nis opponent 
recognizes this (where this is not strictly true, this representation 
would be _inappropriate}. Thus, in cur last example, the blackmailer 
might be able to"strike cut" the first row, perhaps thus "compelling" 
the victim to believe that the consequence of his Resist strategy 
will be 0. 


— foo~£o 




- - 


/oojo 


o 


- “ •*» > •' r ~ - 
C> .n. -c •. — 11 


Thus we find the blackmailer striving to achieve his goal by 

r>*' •>ortuni tr e s 

is set of alternatives, althou 


sltnrnntivrK, ccntractIn; 


dlscu c sions of bargaining often rule out sucn oenavnor axioms oicsilly. 


a. 


See Nash.. 


Our explanation is that he hopes for a favorable effect on his 

eliminated 

opponent 1 s expectations (a goal bound to be ignnrnk o* treatments 
that ignore expectations). 

However;; Actually, it miy be rather rarely that a blackmailer 

xiiitm irr evoc.ab 1 y 
c an "tie li 1 s h an c s" /o r ' e s tr o y 


i+u n* e '-nn.'c 11 V.v* 'ipflt.vn*; a 11 cmatiVes ouite literally. But 


even if he cannot make riven actions ( i. o., failure to -ranisri) 

1 :-possible, he may be rble to make then costly . A 1 u .ougn Scnell-i-g 


hie to make 
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, V; 

. • Xh '■ 


does net emphasize tUe distinction, most of the example^in his 
essay (o£_^comnitraent^(which" migHt^plsTincluchTthTebove tactics) 
fall into this xn category. The player binds himself to incur certain 
costs or penalties or forego certain advantages if he should fail to 
carry cut a pledge; thus he reduces his own payoff incentives to 
break the pledge (e.p;., fa.il to carry out a threat), hoping thereby 
to make his pledged action seem more "likely" to his opponent. 

1 

We can represent this behavior very neatly in cur formal model by 
allowing the player specified opportunities to lower his own payoffs i 
xllcxing this "move" serves to formalize most of the behavior exam¬ 
ined by Schelling, behavior which is ignored or excluded in game- 
theoretical discussion and which appears puzzling or perverse in 
a c tual e.xperi ence.~ 


kXj 


res 


vCfc> 

22. I suggested this formalization of Schelling‘Treatment .'o?‘ 
coini u iiAei;u in a seminar at the HAND Corporation, j^n the summer of *** 

( 1 ^ 527 ) Schelling;'s most recent analysis,'--——- 

snows that he had arrived independently at precisely the same approach. 

Perhaps the blackmailer can make a contractual agreement with 
a t.iird party to cnoose Punish if the victim, chooses Resist, making 
himself liable to forfeit, penalty, or suit if iie fails to carry 
out this action. Or he’"* * * can s J .'-he .his honor, his prestige, hds 
reputation for honesty—if he has any—on carrying out this prediction. 
ilhuRyriiamir These new obliget ions can be symbolized readily in our 
model as subtractions from thn his previously-estimated payoff to 
choosing Accept when the victim chooses Resist (i.e-., failing to 

choose Punish). If he can actually lower that payoff below that for 

* * 

Punish, he Till have rfeuovefl his evident incentive to tael: flora from 

hie threat, rhich bresumnbly rill become much 


r, ucn i.:ore convincim 


to his 
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opponent. 


Thus, with these payoffs' 


/QO) lo | 0 / 00 


r (?0 1 a 

• ■ i k-Q 


c> , o 


he may seek to change his own payoffs in this fashion: 


too j2o 


7 , fo& 


IW/i Q 0 . O 


He has done nothing hut worsen one of his own payoffs; yet he may 
have improved consio.ers.hly his chances for a favorable outcome_from 
the play. He has mace it "plausible" that he will carry out his 

''p 

threat: by makin it"rational" to do so. 


22 . It would seem natural to assume from this that the victim is 
subsequently certain to Comply; but there are good reasons for 
avoiding this assumption, which discussed below. 


It might appear that such a "move" should properly be included 
in the formal game strategies open to the player, defining the game. 
That would simply amount to a different abstraction of the empirical 
situation; I believe it*is less useful to obscure the peculiar nature 
of this particular tactic, the reduction of the payoffs to certain, 
actions for the purpose of influencing the opponent’s expectations. 

It should be noted that a given penalty or forfeit, stated in 
money or other objective terms, will mean different reductions in 
"utilities" depending on the outcome with which it -is associated. 
(I.e., unless utility is linear cn money, a reduction of outcome from 
$100 to $0 will not have the r ?me effect on utilities as a reduction 
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from $1000 to $900.) Also, players will differ greatly in their 
ability to reduce their own payoffs. Honor, prestige, reputation are 

t* 

useful to the blachma.iler (as to the promiser) because they can be 
pawned. They can be wagered, risked, pledged as security; they 
represent something worth preserving, which can make more credible 
choices designed to preserve them. But their worth (hence, their 
usefulness os security) will vary from player to player. The man 
without honor, with a poor record for honesty, with little prestige, 
has little to lose if he breaks his prediction; he would not be 
expected to resist sirons; temptation. His solemn promise to carry 
out his threat might, in the eyes of his opponent in the example 
above, lower his payoff only moderately, K±thx±nnannluK± 


IOO, lO 


100,1 a 


too 


° 


on the victim's expectations 

The effect of this chcnge/might be inconclusive. Similarly, players 

may be differently situatfed in their ability to undertake contractual 

commitments, or to convince their opponents that these undertakings 

would be enforced. ^Finally, a given player will have differing 

in 

ability to lower his payoffs in different games, xxth different 
institutional environments, and perhaps with in connection with 
different strategies. 

To describe, then, the opportunities for commitment (taking 
this to cover tactics that correspond, to deleting strategies or to 
lowering payoffs) open to a player, we would have to list all the 

transformations of his utility payoff matrix that he could effect. 
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a maximum amount which a given player can subtract from any payoff. 
This amount night be"enough" for the player's purposes in one game, 
"not enough" in another (depending on the amount of 11 temptation" the 

commitment must overcome). Or in a given game, the tactic of 
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commitment might appear quite promising for mns player who can make 
"larre commitments", but not for another who cannot reduce payoffs 
so appreciably. 

A third general approach to the problem of enlarging the 
opponent's "actual risk" above his critical risk is to create and 
exploit uncertainty in the victim's mind as to the blackmailer's 
true" uayc 

payoffs). Thus the victim becomes unsure in his predictions' of the 
actions that- the blackmailer actually regards as rational. J&nxgamE 

thEory;::-Df::nrursEy::trm;s::.tac.tic::±E::ruiE±:;aiLt;:byxj::r 5 vr.rsumptinn 

Finally, the blackmailer can strive to appear irrational : for ' 
which purpose it may be helpful for him to be, irrational. Irrational, 
perkrus, in being erratic, inconsistent, unpredictable, on the basis 
of his known, independently determined preferences for the outcomes 
expected. (Choices not in accord with these pref assumed preferences 
might be regarded as calling these preferences into question; what I 
am suggesting here is that the blackmailer may try to give the im¬ 
pression that though he has known, well-defined preferences for the 

outcomes, reflected in his free and considered choices,.his actions 
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may occasionally be governed by impulse, hidden constraints, author¬ 
ities, influences, or by insubordinate agents). 
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in the above case than 
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Again, it if the victimlow critic-.fi rid: that makes the 

outlook rt rJ.l hopeful; he does not have to find Punish very likely, 

before he chooser Cenvoi y. If the blackmailer eskxe displays (in the 

victim's mind.) o certain randomness In behavior—if his behavior is 

not entirely predictable from his known payoffs—the victim may conclu 

that Resist is too risky. 7/e assume that this erratic behavior is 

not based upon uncertainties or shifts in his payoffs; as mentioned 

ecrlKr, it could reflect the intermittent influence of authorities 
24 

or agents. 


2.4. The term "irrational" refers to inconsistencies in his observed 
behavior; if we knev: some explanation for them—such as the possibil¬ 
ities mentioned—v/e would use some other term. Our usage here is 
based on the assumption that he has known expectations of outcomes and 
known, stable and consistent preferences, but that for some reason 
his choice does not accord with these. ^ 0 
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